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4 Equity ratio = (Equity/Total assets),  Deposit ratio = (Deposits/Total assets),  














































































































































































































































































































































































































































































































































































































































































































































































































































6 1960-2008 average income elasticity for manufactures = 2.1, income elasticity of total merchandise =1.7 






Other Goods. 4.6 %
Services. 18,7 %









































































































































































































































































































































































































































































































































































9 The sample consists of 5 years of monthly observations (January 2005 – December 2009) and will be discussed 

































10 Unless otherwise stated, this chapter is based on Moosa (2006). 
11 The Triennial Central Bank Survey is conducted every third year, and the 2010 results are not yet published. 





























12 When presenting the theoretical parity conditions, the Australian dollar is expressed in direct quotation form; 



































S =        or          (3)   
By rearranging (and ignoring the term  USDUSDAUD PS  ⋅/ ), the relationship simplifies to 






































































































USDAUDS / = USDAUD ii −  















































where  r  is the real interest rate,  i  is the nominal interest rate and  P  is the inflation rate. Since the 
inflation rate is not known in advance, the expected inflation rate must be employed when 
calculating the ex ante real interest rate. The Fisher equation is derived by substituting  P with the 
expected inflation rate  eP  and simplifying the equation above ( ePr ⋅  is very small): 










USDAUDS / = USDAUD ii −  











































































































































































































































































































































(14)    ∆ݕ௧ ൌ ߙ ൅ ߜݐ ൅ ሺ݌ଵ െ 1ሻݕ௧ିଵ ൅ ݁௧ 
 
The null hypothesis is      ܪ଴: ሺ݌ଵ െ 1ሻ ൌ 0 



















(15)    ∆ݕ௧ ൌ ߙ ൅ ߜݐ ൅ ሺ݌ଵ െ 1ሻݕ௧ିଵ ൅ ∑ ׎௜ 
௡














































































































































  Variable  With constant  With constant and trend 
1.  TWI/AUD  ‐3.32*** (4)  ‐3.28* (4) 
2.  S&P500  ‐2.36 (4)  ‐2.76 (4) 
3.  CCI Commodity price index  ‐2.46 (4)  ‐2.99 (4) 
4.  FX 3month implied volatility  ‐2.13 (2)  ‐3.04 (2) 
5.  (iAUD – iINT)  ‐3.93**** (6)  ‐4.47**** (6) 













































   S&P500 (pAUD – pINT)  CCI index 3m FX Vol. 
S&P500      ‐1.41 (4) ‐1.83 (4) ‐2.82 (1) 
(pAUD – pINT)  ‐2.80 (4)    ‐2.79 (4) ‐2.89 (2) 
CCI index  ‐2.02 (4)  ‐1.35 (3) ‐2.12 (2) 


















































































































































































































































(19)  3)(66.1271.0&168.000218.0/ −−Δ+Δ+Δ+−=Δ tINTAUDttt iiCCIPSAUDTWI  
                     (0.001952)    (0.04974)            (0.0708)              (0.8133) 
21 )(84.4273.0275.0 −− −Δ∗−Δ∗+Δ− tINTAUDtt iiDummyCCIDummyVol
 
                 (0.1332)                (0.1016)                                (1.251) 
112 )(0.149374.0 −−− −Δ∗Δ∗−Δ∗− tINTAUDtt iiVolDummyVolDummy  
                   (0.1536)                                   (32.07) 
 












































































































































































































































































20 For details about how the variable was constructed, please see Appendix B. 
21 An increase of 1% in both the interest rate differential and volatility will yield a 1% x 1% = 0,01% increase in 





































































































































































































































































































































































































































Normal Probability Plot of the Residuals Residuals Versus the Fitted Values
Histogram of the Residuals Residuals Versus the Order of the Data
Residual Plots for dTWI
 























  TABLE B.2.             MINITAB BEST SUBSET PROCEDURE WITH ADJUSTMENTS 
Run 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 
Free predictors 6 6 6 7 7 7 8 8 8 9 9 9 10 10 10 
    
Variable name   
1 SP x x x x x x x x x x x x x x x 
2 CCI x x x x x x x x x x x x x x x 
3 CCI t-1 x   
4 CCI t-2   
5 (i-i*) t-1   
6 (i-i*) t-2 x   
7 (i-i*) t-3 x x x x x x x x x x x 
8 (p-p*) t-1   
9 (p-p*) t-2   
10 Vol t-1 x x x x x x 
11 Vol t-2 x 
12 Vol*(i-i*) t-1 x x x x x x x   
13 Vol*(i-i*) t-2 x x x x x x x x x   
14 Dum*SP x x x x 
15 Dum*CCI x x x x x x x x x x x x x x x 
16 Dum*CCI t-1 x   
17 Dum*CCI t-2 x   
18 Dum*(i-i*) t-1 x   
19 Dum*(i-i*) t-2 x x x x x x x x x x x x x x x 
20 Dum*(i-i*) t-3   
21 Dum*(p-p*) t-1   
22 Dum*(p-p*) t-2   
23 Dum*Vol t-1   
24 Dum*Vol t-2 x x x x x x x x x 
25 Dum*Vol(ii) t-1 x x x x x x x x 
26 Dum*Vol(ii) t-2                               
    
C-p 1,8 2,3 2,8 1,1 1,9 2,2 1,2 1,5 1,8 1 2,1 2,1 2,3 2,3 2,4 
R-sq 0,829 0,827 0,825 0,838 0,835 0,834 0,845 0,844 0,843 0,853 0,850 0,849 0,856 0,856 0,856 
R-sq adj 0,809 0,807 0,805 0,816 0,813 0,812 0,821 0,820 0,818 0,826 0,822 0,822 0,826 0,826 0,826 
DW 2,09 2,05 2,06 2,08 2,02 2,09 2,04 2,12 2,07 2,04 2,06 2,10 2,03 2,06 2,09 
VIF ok ok ok ok ok ok ok ok ok ok ok ok ok ok ok 
    
Adjustments   
Remove variable 
no.     24 7 7 13   24 6 14 24 16 3 17 11 
New R-sq adjusted   0,782 0,809 0,807 0,809 0,816 0,816 0,821 0,817 0,817 0,826 0,826 0,826 
P-values < 0,05?   no yes yes yes no no yes no no no no no 
Remove variable 
no.   12 7 7 10 18 14 14 14 
New R-sq adjusted   0,757 0,809 0,809 0,813 0,816 0,821 0,821 0,821 
P-values < 0,05?   yes yes yes no no yes yes yes 
Remove variable 
no.   7 7   




%   
P-values < 0,05?                     yes yes       
 
